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THE CURRENCY OF THE FUTURE. 



What shall be the currency of the future in our country is a 
question which will, for the next few years, occupy the thoughts 
of public men, political economists, and the people. That our 
present system or systems will undergo changes cannot be 
doubted. Our paper money now consists of United States notes 
(legal tenders), national-bank notes, and silver certificates. Our 
metallic money consists of gold and silver, both full legal tender; 
the latter coined in limited quantity, from year to year, on Govern- 
ment account, and issued by the Government. The United States 
notes were issued in time of war, as a war measure, then and now 
carefully limited by law as to volume. Although these notes are 
in volume now nominally fixed at $346,000,000 in round numbers, 
the actual circulation does not probably exceed $310,000,000 ; of 
this amount, from $30,000,000 to $35,000,000 are constantly in 
the Treasury, and from $75,000,000 to $100,000,000 are constantly 
held as national-bank reserves. So that the actual circulation in 
the hands of the people does not much" exceed $210,000,000. The 
national-bank notes in volume now amount to about $350,- 
000,000; silver certificates, $66,000,000, in round numbers. All 
State-bank circulation has been inhibited, since 1866, by a prohib- 
itory tax of ten per cent. So that the total of paper money is 
comprised as above. In addition to this, we have a large circula- 
tion of metallic money, chiefly gold coin, as the silver coined is 
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largely in the Treasury, held for the payment of the silver certif- 
icates, and cannot be paid out except in exchange for such certif- 
icates. The Director of the Mint estimates that there was on 
November 1st, last, $468,493,227 gold coin in the country, and 
in addition, in the Mint and in the New York Assay Office, 
$94,075,744 of gold bullion, or a total of gold coined and in proc- 
ess of coining, $562,568,971. All this coined gold is, in a sense, 
a part of the circulating medium, although not half of it is in 
active circulation. The Treasury alone holds from $80,000,000 to 
$100,000,000 df coined gold as a reserve for the redemption of the 
greenbacks, and as much in gold bullion. There is, probably, of 
silver, including fractional silver, in circulation, $80,000,000. So 
that if paper in all its forms, and the precious metals in all their 
forms, are considered, there is an ample circulation for all the 
business wants of the country. It must be remembered, however, 
that the banks hold for reserves, to secure depositors, in round 
numbers about $240,000,000, and the Treasury, for various pur- 
poses, including reserves, over $200,000,000 more. Our circulating 
money has largely increased since January 1st, 1879. The total 
increase is stated by the Comptroller of the Currency at $330,- 
000,000. This increase has been chiefly in gold coin and silver 
certificates, and has arisen from the favorable condition of our 
foreign trade, causing a heavy influx of gold, and also from the 
coinage act of February 28th, 1878, requiring not less than 
$2,000,000 per month of silver to be coined. This influx of for- 
eign gold is not likely to continue, but the state of trade may 
require an export of gold or silver to settle balances, and unless 
other nations shall open their mints to the coinage of silver on 
some common ratio, it is only a question of time when our Gov- 
ernment will, for its own protection and the protection of the 
people, suspend the coinage of silver. The product of our mines 
is not likely to diminish, but the precious metals, like wheat and 
cotton, will go to the best market, and if wanted abroad more 
than at home, they will go abroad, if more valuable there than 
here. So that we are not likely to have a very considerable 
increase in the future, but, on the contrary, may have a diminu- 
tion in the existing volume of the precious metals. 

Our national banking system is the safest and best known 
system for the holder of national-bank notes as well as for the 
general business interests of the country, and if it could continue 
substantially as it now exists, with power of expansion and exten- 



THE CURRENCY OF THE FUTURE. 537 

sicra according to public needs, the problem of the currency would 
be solved, and we need give ourselves no further anxiety about 
paper money. But to continue this system with its present 
security to the note-holder involves an indefinite continuance of 
our national debt. This debt wilJL not long continue. No party can 
endure that will propose its continuance. $550,000,000, in round 
numbers, of this debt, bearing three and a half per cent, interest 
per annum, is now payable at the pleasure of the Government, 
and of this the national banks held as security for circulation, on 
the first of November last, $241,000,000. It is within the limit of 
reasonable conjecture that the whole of the three and a half bonds 
held by the banks will be paid- within five years, or at the rate of 
$50,000,000 per annum. $250,000,000 of four and a half per cent, 
bonds are payable after 1890, of which the banks hold only 
$30,000,000, the remainder, $740,000,000, of four per cents., mature 
in 1907, banks holding about $93,000,000. These two latter classes 
of bonds bear a high premium, and as those of the three and a 
half denomination are paid off, will bear a still higher premium. 
So that with the high rate of taxation, and low rate of interest of 
bonds held, national-bank circulation will gradually diminish in 
volume as the three and a half bonds are paid off. Banks will 
not pay the large premium necessary to continue their circula- 
tion. This will be so, even if the bank taxes shall be removed. 

It is equally certain that every business interest in the country 
will continue to grow and expand rapidly, requiring additional 
circulation to make exchanges to meet this increased demand. 
It may be stated that when the paper money of a country is 
readily convertible into coin, the coin of that country supplements 
the paper, and itself goes into circulation to fill up the vacuum, 
if the coin is not more needed in other countries, and that our 
coin will thus be utilized. It is also true that modern banking 
methods, including use of bank checks, bills of exchange, clear- 
ing-house certificates, and like inventions, are convenient substi- 
tutes for money, and make a smaller paper circulation necessary 
than in countries where these agencies are not largely in use. 
The habits of the people have much to do with the money they 
use. Our people have so long been accustomed to the conven- 
ience of paper that they do not take kindly to the actual use of 
either gold or silver, both these metals being inconvenient and 
bulky, and expensive in their transportation between distant 
places. So that instead of gold and silver, demand will be made 
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for some safe convertible substitute during this period of dimi- 
nution of the volume of national-bank notes ; and if Congress 
will not provide such substitute, one not so safe and convenient 
will be adopted. A substitute, based on gold coin, dollar for 
dollar, will be self -regulating and absolutely safe, and will not 
lead to any sudden expansion or contraction of the volume of 
paper circulation. Such substitute can be easily and readily pro- 
vided, by the Government itself receiving on deposit all the gold 
coin offered to it, and issuing therefor, in convenient amounts, 
gold certificates, the Government holding the coin solely for the 
redemption of such certificates. The holders of silver coins are 
now authorized to make such deposit, and receive silver certifi- 
cates. These certificates should be issued in denominations 
answering to the denominations of United States notes, in the 
discretion of the Secretary of the Treasury. On the 3d of 
March, 1863, the Secretary of the Treasury was authorized to issue 
such certificates on receipt of gold coin and bullion. This law is 
now embodied in the Revised Statutes, section 254. The Treasury 
availed itself of this provision for many years, and the practice 
continued until December 1st, 1878, when it was discontinued by 
the Secretary of the Treasury, for the obvious reason that the 
reserve then accumulating for resumption could have been 
exhausted under its provisions by the presentation of greenbacks 
for coin ; and then again by depositing the coin and taking gold 
certificates therefor, thus exhausting the reserve. So that with- 
out legislation looking to the protection of the reserve for the 
redemption of greenbacks, to continue to exercise this authority 
would have endangered coin payments. No such protective legis- 
lation has been adopted, so that the Secretary, since that time, has 
wisely refrained from exercising the discretion conferred by 
section 254 of the Eevised Statutes. Any measure looking to 
the issue of such certificates should be coupled with proper 
provisions for the protection of the coin reserve in the Treasury 
for the redemption of United States notes. 

Proper legislation can easily be devised for this purpose. On 
the 1st of July, 1878, there were outstanding of such gold certifi- 
cates, $44,000,000, and on the 1st of January last, only $3,000,000 
remained outstanding. 

Four objections have been urged to the issuance of gold certifi- 
cates on the demand of the holder. First. That the Government 
will be the custodian of all the gold in the country, and thus 
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become responsible for its safety at a great expense. Second. That 
the accumulation will be so great that some future Congress will 
be tempted to authorize certificates to be issued beyond the. 
amount deposited. Third. That the Treasury will then be turned 
into a bank of issue, which is not within the proper scope of 
governmental action; and, Fourth. That the effect will be an 
inflation of paper money. 

There is no reason why the Treasury should not hold all 
the gold coin if the certificates issued shall represent such coin. 
The savings from abrasion alone will more than defray the 
expense. The G-overnment is now compelled to hold large 
sums of gold coin. The cost of taking care of any such additional 
amount is nothing, unless it be the cost of the construction of 
additional vault-room in two or three of the principal cities. 
The cost of issuing the certificates will be nominal only ; all the 
machinery for the purpose is now fully provided for. The 
Comptroller of the Currency, in his last report, states that the 
total cost to the G-overnment of the national banking system 
since 1863 has been but $5,148,649.01 ; this includes the cost of 
all the circulation issued to national banks and the whole cost 
of the national currency bureau for that period, or about 
two hundred and seventy thousand dollars per annum. The 
total expense at the office of the Treasurer and Assistant- 
Treasurer, incidental to the issue and redemption of gold 
certificates, would not probably exceed half the latter sum per 
annum. 

The second objection has only this force and no more, that 
it is not safe to trust those who may in the future legislate for 
the country. To make the gold thus held in the Treasury as a 
sacred fund for the redemption of certificates issued against it 
the basis for credit circulation of the Government would be a 
most palpable violation of public honor and public faith, and 
would be a violation of a positive statutory trust as flagrant 
as that of Charles I. when he seized the deposits in the Tower. 
We need not fear this any more than we now fear that our 
public debt will be repudiated in any form. There are always 
dangers to be apprehended in a popular government requiring 
care and diligence to avoid, this no more than many others, 
where Congress is required to act, trusting that future Con- 
gresses will act as well as, if not better than, the present. 

The third objection is substantial, as it respects the per- 
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manent policy of the Government with reference to the currency. 
I assume that the people will not willingly return to the exploded 
State-bank systems, and will only do so when Congress shall fail 
to provide a system adequate to the situation; and I assume, 
further, that it is as much the duty of Congress to provide for a 
perfectly safe paper money circulation, if we are to have paper 
money, as it is its duty to provide for the coinage of gold and 
silver, and for the regulation of its value. But it is manifest 
that if Congress will not provide such paper circulation in some 
form that the States will. It is not proposed, however, to make 
this the only paper circulation of the future: it is to be used 
for a time until a safe and surely convertible currency shall 
be provided for under our national banking system, to take the 
place of such currency now secured by United States bonds. 
This objection comes too late, or its arguments prove too much. 
There is not a single paper dollar in circulation to-day that 
does not come within this objection. 

The Government is bound to redeem in lawful money all the 
national-bank notes on demand, when the national banks fail or 
refuse to do so, by sections 5229 and 5230 of the Revised Statutes. 
It is also bound to redeem all the United States notes or green- 
backs in coin, all the silver certificates in silver, and all the gold 
certificates in gold, and it holds in its hands, and directly within 
its control, all the means necessary and available for these 
redemptions. It not only redeems, directly or indirectly, this 
currency, but it also issues all the paper money ; the national- 
bank notes only when bonds equal to the issue, and a margin 
of ten per cent., are deposited with and transferred to the 
United States. As to these bank-notes, it cannot be said they 
are not issued by the Government, because they are signed by the 
president and cashier of some local bank. The Government 
issues them to the banks, and becomes absolutely responsible for 
their redemption ; and if the security held should become of no 
value, the contract between the note-holder and the Government 
is absolute that the Government shall redeem the note. So that 
our Government now issues all the paper money, whatever its 
form, and is responsible absolutely for the redemption of it 
all. It is too late, therefore, to say that this Government 
should not convert itself into a bank of issue. There is now 
in circulation no form of paper currency that is not a Gov- 
ernment currency in every proper sense. So I propose that in 
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proportion as the people are to be deprived of the Government 
currency, known as national-bank notes, because of the payment 
of the bonds held as security for their redemption, the Govern- 
ment shall issue, not to banks alone, but to whomsoever may 
come to the Treasurer or any Assistant- Treasurer, a certificate in 
return for coined gold dollars deposited; not bonds or other 
forms of credit deposited, but the only standard of value now 
known to our laws, gold coin. Does this make the Government 
any more a bank of issue than it is when in lieu of such deposit 
there is deposited in the Treasury a promise of the Government 
to pay in the form of a bond of the United States, and upon this 
deposit a note is issued that the Government is bound to redeem ? 
Thus, what is proposed involves no new principle and no depart- 
ure from what is now the settled policy of the Government. 

Is this principle an unsound one? It originated in this 
country in time of great financial distress, and proved so 
successful that it has been amplified and enlarged contin- 
ually. Our Government now does directly what England and 
France do indirectly. These Governments have created great 
fiscal agencies called banks, to perform the financial work 
of the Government, making them the custodian of their 
reserves and the agency through which Government payments 
are made. We do this directly through the agency of our 
own Treasurer and Assistant-Treasurers in every principal city 
of the United States. If we shall issue gold certificates on the 
demand of the holder of gold in exchange for his deposit, we will 
do just what the Bank of England does now, except it is not pro- 
posed to make these certificates a legal tender, as the Bank of 
England note is a legal tender everywhere except at the bank. 
This proposed experiment, therefore, is not new. It is sustained 
by the experience of the greatest commercial nation for forty 
years, and he would be a bold man indeed that would propose in 
the British Parliament or to the English people the abolition of 
the Bank of England as re-organized in 1844. Then the issue 
department and the bank department proper were separated, and 
there is no reason why the issue department might not as well be 
in Picadilly as in Threadneedle street. The issue department is 
wholly separated from the banking department. These issues 
are limited to £15,000,000 on Government credit, and pound for 
pound of coin and bullion in their vaults. Our greenbacks are 
issued not only on Government credit, but also upon ample coin 
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reserve, which should he maintained. The issue of certificates 
would he only for coin deposited. That we have the power to do 
this cannot he questioned. We have already issued and redeemed, 
from time to time, nearly one billion of such certificates without 
the suggestion of want of power. Under section 5193 of the 
Revised Statutes, the Treasury has had outstanding at one time as 
high as $59,000,000, and now has about $11,000,000 certificates 
issued by the Treasurer upon deposit of greenbacks. Yet when 
it is suggested that any holder be permitted to deposit gold and 
receive certificates, it is suddenly discovered that the Treasury is 
to be turned into a bank of issue. Lastly, will there be an infla- 
tion of paper money by this method? Excessive issues of paper 
money rarely take place if the paper in circulation is, at the will 
of the holder, always actually convertible into coin. The constant 
return to the issuer for coin is a sure guaranty against excessive 
issues. Such issues follow a credit circulation. It is now gen- 
erally conceded, from actual experience, that paper money actually 
convertible cannot be issued to excess; paper inflation takes 
place when issued in excess of coin to redeem, viz., under sus- 
pension of specie payments. But the proposed certificates are 
not paper money in any sense ; they are not even promises to pay; 
they merely certify to the fact that there lies in the vaults of the 
Treasury so much coin. If the coin is needed for any purpose, 
the certificate is surrendered, and the coin goes out. So that 
under it there can be no excessive issues. The process is self- 
regulating and depending wholly upon the uses for coin at home 
and abroad. Credits are enlarged, prices advanced, and commer- 
cial crises follow the excessive issues of irredeemable paper and are 
not visible in the presence of a currency actually convertible into 
the precious metals at the will of the holder. As before stated, 
these certificates are only suggested as a means of supplying the 
deficiency created by the diminution of national-bank notes, and 
not intended to take their place permanently. 

If Congress would address itself now to the question of the 
proper method of making permanent our national banking 
system without the deposit of bonds to secure circulation, the 
gold certificates might be dispensed with, although I think it 
would be wise in any event to issue them. But, in the present 
state of public opinion, this will not be done. There is now 
hostility to the system itself, and the utility of national banks 
must be further discussed, and the system must be definitely 
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approved by the popular judgment. This, in my belief, will be 
accomplished at no distant day; but, while that discussion is going 
on, some perfectly safe and temporary measure must be devised, 
otherwise an unsafe and unwise measure will be adopted. Now 
the stockholders in national banks are individually liable for 
a sum equal to the stock held by each. This provision has 
proved to be a wise and salutary one for the creditors of the 
national banks. So that the percentage of loss to the creditors 
of these banks has been very small. This principle of individual 
liability should be enlarged, so that each stockholder in these 
banks shall be held liable, individually, for the redemption of 
the circulation of the bank in which he is a share-holder in case 
the assets of the bank shall prove insufficient for the redemption 
of its notes, the note-holder having the first Ken on the assets. 
To a well-managed bank the individual liability clause would 
involve but little risk, and directors and stockholders would 
look carefully after the management, as, in many cases, they do 
not now. This could be made gradually applicable to all exist- 
ing banks, as they could surrender their bonds and go out of 
existence if they should not be willing to continue under such 
provision, or as their three and one-half per cents, are paid off 
they could exercise the option of individual liability. Such pro- 
vision would require care in the selection of original stockholders; 
their responsibility could be attested by the district or circuit 
judges of the United States courts, as they now attest the responsi- 
bility of sureties on bonds executed to the United States, and would 
be carefully scrutinized by the Comptroller of the Currency. It will 
be said that banks would not be organized under such provision. 
There probably would be difficulty in the beginning; but, after a 
time, I have no doubt, such banks would be organized in every 
part of our country, even with stringent regulations in this 
regard. This has been for more than fifty years the strength of 
the Scotch system. There, except in the case of two banks hav- 
ing special privileges, every bank is a partnership, and every 
stockholder is individually liable for every debt of the bank, the 
circulating notes having a preferred lien upon the assets of the 
bank. So that the notes of a broken bank in Scotland have been 
taken as freely as those of a solvent bank ; indeed, there have 
been only four considerable failures among the joint-stock banks 
in Scotland within one hundred and fifty years, and these failures 
were attended with little or no loss to the public, but only to the 
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share-holders or partners. If the system should be thus modified 
and remain free, some careful limitation should be had as to the 
amount of notes to he issued with respect to the capital of the 
bank. Notes should not be authorized or allowed beyond one- 
half of the capital, unless dollar for dollar of coin be deposited, 
and a tax of one per cent, for the privilege should be charged. 
It is not possible to enumerate all the provisions that should be 
made to secure immediate convertibility into coin, not only at 
the counter of the bank, but also at some one or more central 
agencies for redemption, as well as to secure to note-holders 
absolute redemption in case of failure of the bank. If some safe 
scheme of this character cannot be devised, I do not see how the 
national banking system is to be perpetuated. It will not do to 
authorize State or municipal stock to be held for security of 
circulation, nor will real estate security do. Safety lies in 
requiring the banks to transact a commercial business only. I 
can see no possible objection to modifying our present system 
upon these views, expressed in a general way. But no measure 
of this character is likely to become a law until the whole ques- 
tion of the continuation of this system is brought directly before 
the people in contrast with the other proposed devices. 

In the brief space allotted me, I have only opportunity of 
stating, not arguing, the questions involved. But I have endeav- 
ored to call especial attention to three things, namely : 

First. That our present national-bank currency is adapted to 
our wants. 

Second. That the system must be materially modified, or it will 
die presently by virtue of the payment of the public debt. 

Third. That its circulation will gradually diminish, and that 
we will have a substitute for it ; and I have endeavored to suggest 
a safe substitute for the vacuum thus to be created, until time 
shall be given to remodel our national banking system on a 
sound basis of convertibility and security, by the substitution 
of individual liability of stockholders to secure the circulation, at 
least, in lieu of the security now held by the Government. I need 
not add, what is so well known from experience, that bank circu- 
lation of some character will exist, and that it will be good or bad 
as Congress provides. Banks always have, and will serve, a most 
useful local purpose in making exchanges ; they receive the idle 
money on deposit and lend on ample security the surplus beyond 
the average required for daily payments, and thus form a connect- 
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ing link in the chain between the active operator and the quiet 
capitalist. They become the debtor of the capitalist and the 
creditor of the active producer and manufacturer, and are thus 
necessary to every community ; they can add to that usefulness 
if they have Government sanction, and at the same time can 
furnish to the people a sound convertible currency, of practically 
uniform value throughout the United States j and the present 
system, modified as I have suggested, will best secure this end. 

W. B. Aijlison. 



